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SMALL BUSINESS ADMINISTRATION
The comment period on the advance notice of proposed accounting standards and
financial reporting requirements for small business investment companies
has been extended until 5/10/84 (see the 3/28/84 Fed. Reg., p. 11843).
The proposal will primarily address the accounting requirements of Limited
Partnership Small Business Investment Companies, an area on which Appendices
A,B, and C of SBA regulations, Part 107, are currently silent. With respect
to the area of Selection and Qualification of the Auditor, the proposal
states that any auditor qualifying as an independent public accountant, CPA
or licensed public accountant will have SBA approval to perform the annual
audit upon selection by the Board of Directors/General Partners and the
filing with SBA by such accountant of an executed IPA qualification, CO Form
112 certifying his qualification and independence, unless otherwise stated
by SBA (see the 2/2/84 Wash. Rpt., Vol. XII). For additional information
contact Mr. Thomas C. Bresnan at 202/653-6782.
SECURITIES AND EXCHANGE COMMISSION
Revisions to Rule 12h-3 of the '34 Act were recently adopted by the Commission.
The revisions permit immediate suspension of the Section 15(d) reporting
obligation with respect to any class of securities held of record by less
than 300 persons or, in the case of certain small businesses, 500 persons.
Additionally, the Commission adopted a new simplified form for reporting
the suspension. The changes were sought to eliminate an inconsistency in
the provisions suspending the obligation of issuers to file periodic re
ports and to. standardize and simplify the suspension process. The rules
will be final upon publication in the Federal Register. For additional
information contact William Toomey at 202/272-2573.
A Securities Processing Roundtable will be hosted by the SEC's Division of
Market Regulation on 4/2-3/84 (see the 3/28/84 Fed. Reg., pp. 11900-01).
The Roundtable, which is open to the public, is intended to provide finan
cial industry representatives with an opportunity to discuss ways to improve
efficiency, reduce costs, and increase safety in securities processing in
the future. Issues scheduled for discussion concern current and prospective
clearing agency and transfer agent operations. The Roundtable will be held
at 450 Fifth St., N.W., Rm. 1C30, Washington, D.C., at 9:30 a.m. For addi
tional information contact John Connolly at 202/272-2368.
SUPREME COURT
Avoidance of late filing penalties by taxpayers because of delays by their
attorneys or accountants will be considered by the U.S. Supreme Court during
the next term which begins the first week of October, 1984. Responding to
an appeal by the Federal Government, the Court will review a case in which
an executor was excused from paying late filing penalties when an experienced
probate attorney failed to file the return on time. The lower court reasoned
that the executor was not the cause of the delay and in fact had provided
information in a timely manner and had periodically checked on the attorney's
progress in the matter. A decision by the Supreme Court will be forthcoming
during the period of April through July, 1985.
TREASURY, DEPARTMENT OF
A change in the rule for application of income tax overpayments against the
next year's installment payments of estimated tax was announced by the IRS
on 3/30/84. According to news release IR-84-46, the IRS is revoking Revenue
Ruling 83-111, which was published in Internal Revenue Bulletin No. 1983-31,
on 8/1/83. This ruling holds that for returns filed after the due date,
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applied against the next year’s estimated tax would be applied against the
first installment due on or after the return was filed. According to Rev.
Rul. 84-58, the IRS will apply such overpayments against the first install
ment payment of the next year's estimated tax due on or after the date the
overpayment arose, unless the taxpayer notifies the IRS that the overpayment
should be applied against another installment. Rev. Rul. 83-112, which was
also published in Internal Revenue Bulletin No. 1983-31, will be revised for
returns filed after 12/31/83, to provide rules for computation of interest
on deficiencies consistent with the rules concerning the crediting of the
overpayments to the next year's estimated tax liability in Rev. Rul. 84-58.
Thus, if a claimed overpayment is credited to an earlier installment, interest
on a subsequently determined deficiency for the year of the claimed over
payment would run from the due date of the earlier installment. Rev. Rul.
84-58, revoking Rev. Rul 83-111, will be published in Internal Revenue
Bulletin No. 1984-16 on 5/16/84.
Estimated tax requirements for corporations is the subject of a notice of pro
posed rulemaking by the Internal Revenue Service (see the 3/26/84 Fed. Reg.,
pp. 11186-96) . Changes to this applicable tax law, according to IRS, were
made by the Omnibus Reconciliation Act of 1980, the Economic Recovery Tax
Act of 1981 and the Tax Equity and Fiscal Responsibility Act of 1982, and
the proposed regulations are intended to provide corporations with the
guidance needed to comply with the applicable provisions of these acts.
The proposed regulations contain amendments to the Income Tax Regulations
(26 CFT Part 1) under section 6152, 6164, 6654, and 6655 of the IRC and to
the Regulations on Procedure and Administration under section 6655 of the
Code. Generally, according to IRS, these regulations are proposed to be
effective for taxable years beginning after 12/31/82. The regulations
providing guidance to "large corporations" are proposed to be effective
for taxable years beginning after 12/31/80. Comments are requested by
5/25/84. For additional information contact George Magnatta at 202/566-3294.
The recent U.S. Supreme Court decision in U.S. v. Arthur Young and Company "is a
significant decision upholding our need for requesting tax accrual workpapers
in the applicable circumstances," and is further evidence that the Court
"was impressed with our guidelines in IRM 4024.4 concerning requesting these
workpapers," according to a 3/27/84 IRS memorandum to all Regional Commissioners
from the IRS Assistant Commissioner (Examination) , Percy Woodard, Jr. The
memorandum continued, "The Court stated that the IRS has demonstrated admin
istrative sensitivity to the concerns expressed by the accounting profession
by tightening its internal requirements___ " Assistant Commissioner Woodard
continued, "Accordingly, we do not intend to relax the restraints for re
questing tax accrual workpapers nor do we contemplate any changes to the
Manual. Please take affirmative action to ensure that all district directors
and field employees are completely informed of our position and that there
will be no change in our current position." Key features of IRM 4024.4 in
clude, the following. Access to audit or tax accrual workpapers may be sought
only in unusual circumstances; before an agent can consider requesting tax
accrual workpapers he or she must reconcile financial statement income to
taxable income, substantially complete the examination and identify a specific
issue or issues for which there exists a need for additional facts; the IRS
agent must first seek from the taxpayer all facts relating to the identified
issue or issues before preceeding with a request to the CPA; and, after a need
for the CPA's workpapers has been determined, any request must be approved by
the Chief, Examination Division and be limited to the material and relevant
portions of the accrual workpapers related to the specifically identified issue
or issues.
The Internal Revenue Service announced that it does not plan to change its
current procedures for requesting tax accrual workpapers relating to the
evaluation of a corporation's reserves for contingent tax liabilities,
according to an IRS news release issued 3/30/84. In a recent decision,
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position that tax accrual workpapers are relevant to an examination and
reaffirmed the traditional privileges and limitations upon IRS summons
power. The Court noted in its decision that the IRS has demonstrated
administrative sensitivity to the concerns expressed by the accounting
profession by tightening its internal controls for the issuance of summonses
for workpapers. The IRS said there are no plans to change the current
policy.
Four revenue procedures telling taxpayers how to change their method of accounting
when they have been reporting interest income or claiming interest expense
in accordance with the Rule of 78's computation will be published in the
4/2/84 Internal Revenue Bulletin. According to IRS, Rev. Proc. 84-27 applies
to loans for which the interest computed using the Rule of 78*s does not
exceed the loan payments made during any year of the term of the loan. Rev.
Proc. 84-28 applies to loans for which the interest computed under the Rule
of 78's exceeds the loan payments made during any year of the term of the loan.
Rev. Proc. 84-29 provides a "simplified" procedure for computing current and
future years' interest deductions with respect to certain loans. Lastly,
Rev. Proc. 84-30 applies to short-term consumer loans that are covered by the
administrative exception of Rev. Proc. 83-40.
SPECIAL:

AICPA TO TESTIFY ON INTEREST-FREE LOANS

Potential consequences for attorneys or tax advisors who counseled clients to
make interest-free loans will be one of many issues to be considered by
joint subcommittees of the Senate Finance Committee in Washington, D.C.,
on 4/4/84. Sen. Steve Symms (R-ID) , Chairman of the Subcommittee on Estate
and Gift Taxation and Sen. Bob Packwood (R-OR) , Chairman of the Subcommittee
on Taxation and Debt Management, announced the hearing "on proposed legislation
to overrule the Supreme Court's decision in Dickman v. Commissioner of Internal
Revenue, with respect to certain interest-free demand loans outstanding before
2/22/84, the date of the Court's decision." In the Dickman case, according to
the release, the "Supreme Court held that the Federal gift tax applies to the
value of foregone interest on an interest-free demend loan. The decision did
not deal with interest-free term loans, which the Tax Court has held to be
subject to gift tax." Other specific issues to be considered in this hearing,
include, "What is the likely effect of retroactive legislative relief on the
administration of the tax law generally," and "what legal advice was typically
given to taxpayers making interest-free demand loans." Mr. Albert Ellentuck,
Chairman of the AICPA's Tax Division will testify on behalf of the Institute.
The hearing will begin at 10 a.m. on 4/4/84, in Roan SD-215 of the Dirksen
Senate Office Building.

AICPA

Washington Report

American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006

FIRST CLASS M AIL

